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THE GUARANTEED ANNUAL WAGE 


Issues and References 
by John W. McConnell 


HE approach of collective bargaining sessions be- 
| oe the United Automobile Workers-CIO and the 
major automotive manufacturers beginning in April of 
this year has revived interest in guaranteed annual 
wages. The union has announced that the GAW will be 
one of its principal demands. 


Most of the recent publications dealing with the GAW 
are booklets and magazine articles, presenting partisan 
arguments for or against the guarantee of work and 
wages. Since the appearance of the more analytical and 
authoritative full-length books some years ago, new ideas 
have been introduced into the structure of proposed 
plans and new arguments used to promote or combat this 
new form of job security. This article attempts to give a 
thumbnail sketch of current literature and current ideas 
on the subject of work and -wage guarantees as an aid to 
the reader in locating and selecting material presenting 
different points of view on the subject. 


Development of GAW Idea 

The guarantee of work and wages has been an issue 
in collective bargaining ever since the United Steel- 
workers of America-CIO made the demand for the guar- 
anteed annual wage in 1943. World War II was still in 
progress, but the demand was made to achieve a measure 
of job security in anticipation of a postwar decline in 
employment opportunity. Very little was known at that 
time about the nature of guaranteed annual wage pro- 
grams or the legal and economic problems raised by the 
introduction of such guarantees. The issue was, there- 
fore, referred to the Office of War Mobilization and Re- 
conversion for further study. A research group, directed 
by Murray Latimer, made a careful analysis of the his- 
tory of guaranteed wage and employment plans. The re- 
port was written by Murray Latimer and published in 
1947 by the Office of War Mobilization and Reconversion 
under the title, A Report to the President by the Advisory 
Board. It also included a critical analysis of the economic 
impact of wage guarantees by Alvin Hansen and Paul 
Samuelson. This book continues to be the primary source 
of data on experience with guaranteed annual wage plans 
from their origin in 1894 to 1946. 


John W. McConnell is professor, School of Industrial and Labor 
Relations. This article is based on research in connection with 
courses On social security problems. 
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The annual wage issue lay dormant through the three 
years of high wages and prosperity, 1946-1949. Although 
pensions and group insurance claimed the spotlight in 
collective bargaining from 1949 to 1953, union commit- 
tees, consultants, and research teams were busy recasting 
the mould of future demands for work and wage guar- 
antees. The United Packinghouse Workers-CIO_ negoti- 
ated an agreement with leading sugar refining com- 
panies in 1951. Evidence of renewed interest on the part 
of the United Steelworkers-CIO appeared in 1951 when 
new demands were made upon the basic steel companies. 
The issue came before another federal government agen- 
cy activated to stabilize wages and employment in the 
Korean conflict. The Wage Stabilization Board, like its 
predecessor the War Labor Board, felt further study was 
necessary and requested the parties to restudy the issue 
before the 1954 contract reopening. 

In 1954, both the United Steelworkers-CIO and the 
International Union of Electrical Workers-CIO made 
formal demands for a guaranteed annual wage plan upon 
principal employers holding contracts with these unions, 
such as Aluminum Company of America, United States 
Steel Company, and General Electric. In addition, sev- 
eral locals of the International Brotherhood of Teamsters 
actually negotiated work guarantees, the most notable of 


_which was the Brown Shoe Co.-Local 688 IBT plan in 


St. Louis. 

The demands of the Steelworkers and the IUE in the 
spring and summer of 1954 were washed out in negoti- 
ations. A period of business downturn apparently created 
little enthusiasm for a lengthy strike which an insistent 
demand for the guaranteed annual wage would surely 
have produced. These two unions reached agreement with 
major employers on relatively modest gains in wages and 


fringe benefits. Nothing was said about the fate of the | 


annual wage demand. 


Current Prospects 

The finger of destiny now points directly at the United 
Automobile Workers-CIO. Contracts between locals of 
this International union and the major automobile 
manufacturers—Ford, General Motors, and Chrysler— 
expire in the late spring and summer of 1955. This 
union, through its official spokesmen and its publica- 
tions, has reiterated its determination to win a guar: 
anteed employment plan this year. 

The present interest in guarantees of work and wages 
arises from several sources. First, there is widespread dis- 
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satisfaction in union circles with the failure of unemploy- 
ment insurance to keep pace with rising wages and with 
long-term unemployment arising in economically de- 
pressed industries and areas, such as the textile towns 
of New England and New York. Second, the increasing 
number of mergers and the practice of decentralization 
in large-scale industry have created the fear that popu- 
Jations in the affected towns might be without any alter- 
native employment in case of shutdown or layoff. ‘Third, 
though little is known of the potential impact of automa- 
tion on employment, there is a deepseated fear that it may 
mean fewer jobs in the future. Unions believe that the 
demand for guaranteed annual wages or guaranteed em- 
ployment will serve as a prod to employers to relax their 
opposition to improved unemployment insurance legis- 
lation and administration and will likewise force em- 
ployers to adopt a slower and more systematic procedure, 
personnel-wise, in introducing labor-saving techniques 
and in relocating or consolidating plants. 

Current union demands emphasize the guarantee of 
work, not the guarantee of wages, and the integration of 
wage guarantees with unemployment insurance. Older 
plans were guaranteed annual wage plans and provided 
guarantees independent of unemployment insurance, 
thus creating confusion in the benefit obligations, as well 
as increased costs to employers. 


Selected References 


The essential nature of the union demands and the 
reasoning behind them find their clearest expression in 
several publications of the United Automobile Workers- 
CIO. A booklet called Preparing a Guaranteed Employ- 
ment Plan, developed for the union’s 6th International 
UAW-CIO Education Conference, Chicago, April 8-11, 
1954, discusses how and why the UAW-CIO plan was 
formulated, the basic principles of the plan, and the 
detailed operation of the proposed plan. It is simply 
written, with numerous graphic devices to emphasize 
main points. Another booklet entitled Steady Work, 
Steady Pay, published by the UAW-CIO, is a book of 
questions and answers about the guaranteed employ- 
ment plan proposed by the union. A brief but more 
technically precise statement of the UAW-CIO plan will 
be found in “Proposed Demands for 1955, International 
Executive Board Recommendations,” reprinted in the 
Bureau of National Affairs Daily Labor Report, No. 220, 
November 12, 1954. A similar document, setting forth the 
United Steelworkers-CIO plan, submitted to the Alumi- 
num Company of America in 1953, was reprinted in the 
Daily Labor Report, No. 209, October 26, 1953. 

The chief points of the annual wage 
scribed in these documents and booklets are: (1) some 
limitation on coverage by exclusion or reduction of 
rights for short-service employees; (2) guarantee of a pre- 
scribed number of weeks or hours of work per year; (3) 
integration of the benefit structures of unemployment 
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programs de- 


insurance and the private work or wage guarantees with 
independent determination of eligibility for the annual 
wage benefits in order to avoid the narrow eligibility 
limits of unemployment insurance; and (4) financing 
through a dual program of both reserve fund and cur- 
rent expense payments. Unions vary greatly in their de- 
sire to participate in the administration of plans, with 
the UAW proposing joint union and management ad- 
ministration. 

The opposition to guaranteed work and wages comes 
from representatives of business and a number of pro- 
fessional economists. ‘The National Association of Manu- 
facturers explains its point of view in a booklet called 
The Guaranteed Annual Wage and Its Implications to a 
l'ree Economy. A briet discussion of existing plans and of 
the history of union demands for a guaranteed annual 
wage is followed by a more detailed discussion of the 
challenge which wage and work guarantees offer to the 
proper functioning of unemployment insurance, on the 
one hand, and to the operation of a free economy, on the 
other. The Chamber of Commerce booklet, Jobs? or Job- 
less Pay?, is a more popularly written and illustrated 
criticism both of the aims and proposed operation of 
guaranteed annual plans. Like the NAM booklet, it 
summarizes union demands for the GAW. Its criticism of 
GAW makes three points. (1) Integration with unem- 
ployment compensation is opposed because, with 100 
percent guarantee of wages, incentive to seek alternative 
employment is completely destroyed. (2) The costs of a 
guaranteed annual wage, in addition to the costs of un- 
employment compensation, both of which fall on the 
employer alone, are prohibitive in the opinion of the 
Chamber. And, (3) a guarantee of work and wages would 
freeze labor to a given job and a given industry and 
destroy the employer’s incentive to improve production 
methods, thus stultifying the dynamic energy of the free 
economy. As an alternative to the guaranteed annual 
wage, the Chamber urges employers on their own initi- 
ative to make renewed efforts at stabilizing employment. 
It also suggests improvements in unemployment compen- 
sation, though not along the same lines advocated by 
labor unions. 

The avowed objective of organized labor’s drive for 
GAW is steady employment. This is also the key to in- 
dustry’s alternative to the GAW. Therefore, the possibili- 
ties and procedures of employment stabilization need 
careful study. The most comprehensive first-hand review 
of industry’s experience with employment stabilization is 
reported in a book published by Industrial Relations 
Counselors, Inc., in 1954, entitled Steadier Jobs. This 
book presents in realistic and practical terms the type of 
preparation needed before attempting to stabilize jobs; 
the planning of sales, production, and purchasing that 
steady employment requires; how personnel policy must 
be adjusted if stabilization is to be successful; and, finally, 
how the community and industry must work together to 
achieve the desired continuity of employment. 
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In addition to the books mentioned above, the layman 
will find a very readable account of the guaranteed an- 
nual wage issue in a booklet by J. W. Garbarino, called 
Guaranteed Wages, published in 1954 by the Institute of 
Industrial Relations, University of California, Berkeley. 
In very clear and readable fashion, the booklet discusses 
the nature of older guaranteed annual wage plans, the 
experience with guarantees of work and wages, current 
union proposals, arguments for and against guarantees, 
and the values of public unemployment compensation 
as Opposed to private industry guarantees. 

It is obvious that neither guaranteed wages nor a 
whole file box full of economic security programs and 
other fringe benefits can provide the quality of employer- 
employee relations which the successful operation of our 
complex economy requires. It is safe to say that even the 
strongest guarantees of work and wages will fail to 
achieve their stated objectives unless built upon a founda- 
tion of sound employer-employee relations. In writing 
about the experience with the Guaranteed Annual Wage 
Plan at the Hormel Packing Company, a pioneer in this 
type of program, Fred Blum, the author of Toward a 
Democratic Work Process—The Hormel-Packinghouse 
Workers Experiment, found it impossible to deal with the 
impact of the plan on Company operations without treat- 
ing in detail the hopes, ambitions, and human philoso- 
phy of the head of the Company, as well as with the 
character and goals of the workers and their union. In- 
deed, the guaranteed annual wage plan appears only as 
one medium through which a broad and farsighted labor 
relations policy is carried forward. 


Research Needed 

The absence of research on and analysis of existing 
guaranteed annual wage plans leaves a serious gap in our 
knowledge of this subject. It is difficult, therefore, to 
evaluate current arguments for and against guaranteed 
wages and employment. New studies are needed as com- 
prehensive as the Latimer report on guaranteed annual 
wages and A. D. H. Kaplan’s analysis in The Guarantee of 
Annual Wages, Brookings Institution, 1947, to bring our 
thinking in line with new proposals and new perspectives 
on economic conditions. Until studies of this kind are 
available, the interested reader will have to be content 
with piecing together from the rather scattered sources 
mentioned above a personal evaluation of the merits of 
the guaranteed annual wage. 

It would be useful, for example, if answers could be 
obtained through research and analysis to questions such 
as the following: 

Where eligibility for the guaranteed annual wage 
plan is limited to workers with three or more years of 
seniority, what percentage of the labor force in large- 
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scale mass production industries will be covered? Can 
industrial unions afford to exclude a substantial pro- 
portion of their members without undermining the 
strength of the union or the ability of the leadership to 
Stay in office? 


Joint administration is an important part of the guar- 
anteed annual wage plans proposed by some unions, 
What has experience with joint administration of pen- 
sions shown about the effects of such plans on labor- 
management relations? 

Is the financing of guaranteed wage plans partially by 
funding and partially pay-as-you-go practical administra- 
tively? Is it sound economically? 

Can guaranteed annual wage plans be designed so as 
to avoid the morale problem raised by paying junior 
employees for not working while senior employees must 
work for wages not greatly in excess of the benefits under 
the guarantee? 

Is it possible to make a joint determination of eligi- 
bility for the private guaranteed wage and unemployment 
compensation? 

A cardinal point in the union proposals is limitation 
on the employer’s liability. Is this really a possibility? 
What is the most likely effect of the proposed limitation 
in case of a depression? 





Garbarino, J. W. Guaranteed Wages. Berkeley: 
University of California, Institute of Industrial 
Relations, 1954, 70 pp. 25¢. 


The Guaranteed Annual Wage and Its Implications 
to a Free Economy. New York: National Associ- 
ation of Manufacturers, Employee Relations Di- 
vision, February 1954, 44 pp. 


Jobs? or Jobless Pay? Washington, D. C.: Chamber 
of Commerce of the United States, 1954, 96 pp. 


$2. 


Preparing a Guaranteed Employment Plan. Detroit: 
UAW-CIO Education Department, 1954, 44 pp. 


Steadier Jobs: A Handbook for Management on Sta- 
bilizing Employment. New York: Industrial Rela- 
tions Counselors, Inc., 1954, 148 pp. $2.25. 


Steady Work—Steady Pay: Questions and Answers 
about the UAW-CIO Guaranteed Employment 
Plan. Detroit: UAW-CIO Education Department, 
n.d., 54 pp. 15¢. 
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Wage Surveys of Employer Associations 





by N. Arnold Tolles and Robert L. Raimon 


HE wage rates other employers are paying are used 

by most employers as the chief criterion in deter- 
mining their own wage scales. Employer associations have 
become an important source of wage information. At 
least 166 of these associations throughout the United 
States, organized along industry or community lines, reg- 
ularly assemble wage information from more than 62,000 
establishments where more than 10 million persons are 
employed. These association surveys are separate from 
those conducted by the government, by individual em- 
ployers, or by labor organizations. For the most part, 
these associations include medium-sized and small em- 
ployers who take advantage of the economies of the joint 
preparation of important economic information. 

Little has been known about associations of employers 
as a source of wage information. One reason is that most 
of the employer association surveys are new. Indeed, 
nearly two thirds of them were started after V-J Day. 
Also, association surveys, unlike those of government 
agencies, receive no general publicity. As a rule, associ- 
ation wage reports are available to members only. 

In spite of the private nature of these surveys, associ- 
ation executives from all parts of the country were glad 
to respond to requests of the authors for sample question- 
naires and wage reports and even to answer detailed 
questions as to the methods used and results obtained. 
This cordial and patient cooperation has made possible 
the publication of a directory of 120 employer organiza- 
tions which conduct wage surveys, with a brief descrip- 
tion of the kind of wage information provided by each 
organization. The authors of this study did not attempt 
to republish the wage figures themselves, but they did 
prepare a general evaluation and discussion of this source 
of comparative wage information. 


Advantages of Private Surveys 

Speed, privacy, and flexibility are the chief advantages 
of a wage survey conducted by an employer organization 
as compared with public surveys. The advantage of speed 
is indicated by the fact that most of the employer associ- 
ations are able to provide a wage report to their members 
within six weeks of the beginning of a survey. The ad- 
vantage of privacy is self-evident; only the members of 
the survey group normally receive the report. The ad- 
vantage of flexibility arises from the fact that the survey 
may be tailored to fit the particular needs of the member- 
ship. Each association is free to assemble the exact kind 
"N. Arnold Tolles is professor and Robert L. Raimon is associate 
professor, School of Industrial and Labor Relations. The material 
for this article is based on a study, Sources of Wage Information: 
Employer Associations, Cornell Studies in Industrial and Labor Re- 


lations, Vol. III, published by the School in 1952. (Copies are avail- 
able from Distribution Center of the School. Price $3.00.) 


MARCH 1955 


of wage and fringe-benefit information which its mem- 
bers want. 


General Characteristics of the Surveys. 

What kind of wage comparisons do employers seem to 
want? The content of the surveys of the associations helps 
to answer this question. In general, employers seek to 
compare their own wage payments, occupation by occu- 
pation, with the wage rates of those employed by others. 
Almost all of the associations report on wage rates or 
(what is usually the same thing) the straight-time earn- 
ings of employees. Total worker earnings, whether gross 
or “take-home,” are seldom reported. Four fifths of the 
wage reports present these straight-time rates or earnings 
for each of a series of separate occupations, rather than 
the amount of payrolls for all employees taken together. 

In addition to occupational wage information, many 
of the surveys cover the rates at which new workers are 
hired, and one third of the surveys cover general, across- 
the-board changes in wage rates which have occurred in 
the recent past. Some kind of information on fringe bene- 
fits is included in the reports of three fifths of the associ- 
ations, but in detail of coverage these fringe-item reports 
differ very much from one association to another. 


Industrial or Geographic Scope of the Surveys 
The number of employers represented in a single wage 
survey ranges from a mere handful in some cases to sev- 
eral hundred employers in other cases. In half of the 
association surveys examined, 84 or more different em- 
ployers were covered. 


What types of employers are selected for these wage 
comparisons? In most of the cases, the wage information 
is obtained only from those employers who are members 
of the association which is making the survey. Most of 
the associations are made up of employers in some single 
industry or trade. Hence, the employer who receives a 
wage report from his association is usually given infor- 
mation on the wages paid in plants which make similar 
products rather than on the wages paid by other firms in 
his own area. 


Some wage comparisons for particular areas are, never- 
theless, provided by the association surveys. Indeed, a 
minority of about one third of the wage surveys are area 
surveys rather than industry surveys. Furthermore, many 
of the industry surveys contain separate wage figures for 
individual areas. (The map shows the areas in New York 
State for which separate wage figures were reported to 
the authors by employer associations in 1951. The num- 
bers represent the total of those associations which make 
area surveys and those making industry surveys which 
contain separate wage figures for the various New York 
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State areas.) Finally, some wage comparisons for in- 
dividual areas may be provided by those associations 
(about one third of all of them) which report the wages 
paid by each of the individual companies covered by the 
survey. These company-by-company wage figures are 
usually listed under a series of code numbers, rather than 
under the actual names and locations of the individual 
firms. However, a member of an association often can 
decode the wage report, and thus may be able to compare 
his own wage levels with those of other specific employers 
in his own area, as well as in his own industry. 


Quality of the Surveys 

While some of these wage surveys are excellent, there 
is in general great room for improvement in the quality 
of the wage information reported by employer associ- 
ations. Both the employers who receive these wage reports 
and those labor union officers who may be confronted 
with the reported results would do well to view them 
critically. 

The authors of this study frequently have been asked 
to prepare a model plan for making a wage survey. No 
single model could fill the diverse needs of different 
groups of employers. Nevertheless, the repeated requests 
for a model are encouraging, for these requests reflect a 
widespread desire of associations to improve their meth- 
ods and thus the reliability and usefulness of their 
reports. 


Location and Number of Associations Studied 


Making Surveys in New York State 
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Part II of the study is, largely designed to assist an : 
association which is contemplating a new wage survey, 
an improvement of its existing survey or, perhaps, aban- 
donment of its existing survey. Intelligent decisions on 
these questions must be based on careful thought as to 
the real needs of the membership and the characteristics 
of the employing firms from which information is desired. 
Those associations which do not have the regular services | 
of anyone who has experience and skill in conducting 
wage surveys would probably benefit from the use of an 
expert consultant. 

As a guide to improvement in the quality of surveys, 
here is a checklist of ten groups of questions which an | 
employer association might well review when consider- 
ing the conduct or revision of a wage survey program: 
1. What is the scope of the industry and/or area to which 
our members make reference in comparing wages? 

2. How are we going to be sure that we get a representa- 
tive set of reports from that area or industry? 

3. What is the smallest number of specific key occupa- 
tions which would really give our members a sufficient 
basis for wage comparisons? 
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4, What are the factors that probably account for differ- 
ences in wages among the different employers in our 
industry or area? (For example: size of plant? size of city? 
area where located? unionization? particular class of 
product? type of process used?.., etc.) In addition to 
wage data, are we going to collect information which 
will allow us to classify the reported wage items by 
appropriate groups? 

5. Are we going to be able to report to the membership 
anything more than average wages? Will the original 
answers from our respondents be in a form which will 
show what the averages really mean and will make it 
possible to show greater detail than an average, e.g., a 
frequency distribution? 

6. Do we want to report on wage rates for newly hired 
workers? If so, how can we be sure what the different 
firms covered really mean by a hiring rate? 

7. Do we want to report on across-the-board wage changes 
of recent date? If so, for what period? 

8. Just what do we intend the word “wages” to mean? 
How can we be sure that each firm we survey and every- 
one who reads our report understands our definition or 
measure of wages? 

9. Exactly how is the title of each occupation going to 
be interpreted by those we survey and those who read 
our report? Do our job titles mean the same thing 
throughout the industry or area? If not, have we defined 
what we mean by each job we have selected for inclusion 
in the survey and will this meaning be clear to each 
person who answers our questionnaire and who reads our 
report? 

10. Can we actually rely on mailed questionnaires to give 
accurate and uniform results? If not, have we considered 
some method of personal contact with the individuals 
who would answer our questions? 

The significance of these and other questions are ex- 
plained in Part II of the full report already mentioned. 
One of the principal weaknesses of present surveys, as this 
report shows, stems from the deficiencies of the techniques 
used in collecting the basic data, as these are described in 
the following sections. 


Universe Problems 

Nine tenths of the wage surveys of employer associ- 
ations are based on the return by mail of a questionnaire 
distributed to the employer members of some industry 
or area association of employers. The industry or area to 
be surveyed is thus usually determined, indirectly, by 
the membership in that particular employer association. 
The wage figures which are reported are usually those 
contained in whatever replies have been received before 
the deadline date. As a result of this situation, two fifths 
of the associations were unable even to estimate the pro- 
portion of the industry or area which they had succeeded 
in covering by their respective reports. In view of the 
large differences in wages paid by different companies for 
comparable work, the reader of a wage report usually 


MARCH 1955 


needs a precise definition of just what class of firms is 
included in any group of wage figures. 


Comparing Comparable Work 

The fact that four fifths of the employer associations 
present wage information for separate occupations makes 
it important to ask questions 3, 9, and 10, listed above. 
If only the average wages of all workers were needed, 
then the data might be collected satisfactorily by mailed 
questionnaire. Interpretation of a report on wages paid 
for a particular occupation, however, is less simple than 
it may appear. Just what is this occupation? More than 
half of the associations merely list the titles of the jobs 
on the questionnaire, leaving the respondent to inter- 
pret these titles in any way he chooses. This method 
would be satisfactory only if all respondents and readers 
of the association’s report have the same understanding 
of the meaning of each job title. Unfortunately, that is 
not generally the situation. 

On the other hand, nearly one half of the associations 
which present wage information for individual jobs use 
job descriptions rather than mere job titles. This prac- 
tice, however, may produce a really difficult problem. If 
the description is too broad, all comparability of the 
reported wages may be lost. If the description is too nar- 
row, very few workers will fit it. Even a technically per- 
fect wage survey will show substantial diversity of rates 
for comparable work. 

Various solutions to data collection problems are de- 
scribed in the study. One general requirement is that the 
association should not attempt to survey too many in- 
dividual jobs. The smaller the number of key jobs the 
association selects, the greater its chance of obtaining 
quick and accurate responses from the plants surveyed. 
More important, the association itself can give close at- 
tention to the specifications of each of the jobs it is at- 
tempting to survey if it does not attempt to include too 
many of them. The final wage report can be no better 
than the response obtained from the individual plant. 

One employer association out of every ten assembles 
the basic information required by sending a representa- 
tive of the association directly to the plants covered. 
This is the method used by a number of large individual 
companies. The obvious objection to the use of field 
agents is that it is slow and expensive. 

The defects of a good many of the existing wage sur- 
veys by employer associations are largely the result of 
amateurism. Some of the existing surveys will be aban- 
doned as the employer members discover that the infor- 
mation reported does not fit their needs or as these em- 
ployers conclude that other available sources of wage 
information will suffice. The quality of the wage surveys 
which are continued will be improved. Certainly, the 
expanding wage information programs of employer as- 
sociations is an improvement over the use of hearsay 


which has often characterized employer practice in the 
past. 
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Labor Participation in Community Affairs 


An Experiment in Adult Education 
by Alice H. Cook 


INCE World War II, many New York State communi- 
S ties have faced financial losses and unemployment 
when local industry has moved to new locations. Olean, 
a city of 23,000 in Western New York, is one of these. In 
Olean, however, the out-movement of industry is not 
just a postwar problem. A visitor interested in the in- 
dustrial history of Olean soon hears the story of the 
Pennsylvania Railroad shop’s move to Renovo, Pennsyl- 
vania, after the strike of 1922. A trip around the city is 
sure to call attention to the empty buildings which for- 
merly housed a large glass factory. The rich oil pumped 
up from the hills and fields between Wellsville and 
Olean is diminishing so rapidly in quantity that Socony- 
Vacuum last year closed down its Olean refinery in order 
to consolidate its manufacturing in areas closer to larger 
sources of crude oil. Most recently, several small cutlery 
plants have closed down or severely cut back local opera- 
tions. 

All these circumstances caused the Chamber of Com- 
merce to take the lead some time ago in efforts to attract 
new industry to Olean. And the Chamber was not 
the only group which felt that an aggressive industry- 
attraction program was the key to solving Olean’s 
problems. Labor, too, established a committee with this 
as its main objective. The two community groups had 
not, however, found a common basis for joining their 
efforts. In fact, each group suspected the motives of the 
other, and the Chamber’s attempts to explain itself to and 
to get some understanding from labor for its program 
had fallen on deaf ears. 


A New Approach 


At the beginning of 1954, the new president of the 
Chamber began his term in office by outlining a program 
for civic development in Olean. To inaugurate the pro- 
gram, he invited all groups in the community, including 
labor, to participate. In addition to industrial attraction, 
his program included the establishment of committees 
to study and work on a new airport, on regional develop- 


Alice H. Cook is project director, Extension Division, School of 
Industrial and Labor Relations. The material for this article was 
developed from her report on a special project designed to try out 
a new approach to “Labor Participation in Community Affairs.” 
This project was financed by a grant from the Inter-University 
Labor Education Committee, a grantee of the Ford Foundation’s 
Fund for Adult Education. Copies of the full report on the project 
will be available in 1955 from the Distribution Center of the School. 
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ment, on city beautification, on a centennial celebration, 
and on improved traffic and parking regulations. 


At almost the same time, the New York State School 


of Industrial and Labor Relations, through its Extension | 





Divison, came to Olean with plans for a special project t 
on “Increasing Labor Participation in Community Af. | 


fairs.”” The principal feature of the project was an educa- 
tional program on community structure and organization 
for labor union members, with the purpose of better 
preparing trade unionists to play a part with other com- 
munity organizations in welfare and civic enterprises. 


Other phases of the project had already been under way | 


for almost a year in Syracuse and Utica. Because of the 


School’s desire to gain experience in a small community | 
as well as in these larger cities, Olean was selected as a | 
third demonstration center, after staff consultation with 


the labor unions there. 

A project staff representative first went into Olean in 
December 1953. He opened an office and began working 
with designated committees of the three labor organiza- 
tions in the city—AFL, CIO, and independent unions. 


Their objective was to plan an educational program for | 


union officers and members on community problems. The | 


labor committees, in discussing subject matter for these 
classes, made it clear that they were interested primarily 
in developing a program for attracting new industrial 
plants. 

Three project classes on community structure and or- 
ganization were started late in January, one ‘each for 
AFL, CIO, and independent union members. Within 
three weeks of the beginning of this program, the Cham- 
ber president issued a formal invitation to Olean unions, 
through the project leader’s office, to participate in the 
Chamber’s program for civic development and industry 
attraction. 


In the atmosphere of a new start, initiated both by | 


the Cornell labor education activity and the new Cham- 
ber program, union leaders decided to respond favorably 
to the invitation. The unions designated AFL, CIO, and 
independent union representatives in about equal num- 
bers to the whole range of Chamber committees. At the 
height of the activity, some 40 labor representatives were 
serving as active members of these committees. 

Most important, however, was the work of the Civic 
Development Committee. While this group was not ac- 
tually a coordinating committee for all other committees, 
it did nevertheless have a leading policy-making and 
steering function for the whole enterprise. Headed by 
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the publisher of the local newspaper, it included in its 
membership a retail merchant, a realtor, a physician, an 
attorney, and the training director of the town’s largest 
industrial concern. ‘The vice-chairman was the president 
of the local steelworkers’ union, and other labor mem- 
bers included the secretary of the AFL Central Trades 
Council, the president of the local AFL Grainmillers’ 
union, a representative of the Railroad Brotherhoods, an 
officer of a CIO Transport Union local, and the secretary 
of a large independent industrial union. 





At the first meeting of the committee, the steel union 
president set the tone for a completely new start in labor- 
community relations by frankly recalling some of the past 
failures and misunderstandings. He expressed labor's 
willingness to cooperate, not as a tail to the Chamber's 
kite, but as a joint participant in a common enterprise. In 
this spirit, the committee began to function. 

The Cornell project staff man was able to guide the 
labor men in studies which they undertook of labor mar- 
ket and housing problems; he opened up resources which 
had not previously been known to the labor representa- 
tives (or, indeed, to many of the community leaders); 
and, in the case of at least one committee trying to work 
out a program in a very controversial problem area, he 
acted as moderator. 


Preliminary Results 


In the course of the class program, which went on from 
January through June 1954, labor groups made a housing 
survey of Olean to find out the percentage of vacant 
properties, their size, the price of rent or purchase, and 
whether families with children were acceptable as ten- 
ants. This information constituted a valuable resource 
in housing information. 


As part of a labor inventory, the labor groups gathered 
information from the international offices of their unions 
on wages in Olean as compared with wages in other com- 
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munities. This information also was put at the disposal 
of the joint committees. 

When the Cornell project was terminated in June 1954, 
a number of the special committees had completed their 
assignments and disbanded. The Civic Development 
Committee, however, has continued to function. 

The policy of the Civic Development Committee thus 
far has been to discuss any problem which any of its 
members may wish to raise, but to take action only when 
there is unanimous agreement by all of its members. ‘The 
committee recognizes that in many cases there will be 
disagreement on community issues. However, it is ex- 
pected that differences which may develop between labor 
and the Chamber can be discussed in an atmosphere of 
mutual understanding of problems and _ philosophies. 
Members of the committee see its minimum function as 
that of a clearinghouse for information among various 
groups in the community. The committee sees its primary 
role as that of finding areas of agreement on community 
issues and mobilizing the full force of the community to 
deal not only with the major problem of new employ- 
ment possibilities but with other questions as they arise. 

Although no dramatic results have been achieved in 
the short period of the committee’s life, two substantial 
programs have been undertaken. One is increasing labor’s 
participation in Community Chest activities; the other 
is the completion of plans for the establishment of a 
State-supported industrial training program in coopera- 
tion with the schools of Olean. 

A recent inquiry among community leaders in Olean 
brought repeated testimony to the importance and value 
of the joint undertaking. One Chamber leader said: “We 
moved ahead at least three years during 1954, in getting 
a united attack on our problem, finding out what our 
resources are, and deciding on next steps.” 

Labor’s attitude was that the Chamber, once regarded 
as, at best, indifferent to labor’s problems, was now 
thought of as a group of persons, all of whom were mem- 
bers of the human race with many problems which they 
were trying their best to resolve. 

One union leader said, “The classes, plus the work on 
the Joint Chamber-Labor Committee, gave me a totally 
new conception of the Community and its problems.” 


Future Prospects 


In looking at the tasks facing the Civic Development 
Committee in the future, an active member saw this 
group as instrumental in solving many types of communi- 
ty problems on which labor and the community are es- 
sentially in agreement. With considerable emphasis, he 
stressed the importance of genuine two-way participa- 
tion and joint responsibility as the key to the continu- 
ation of the committee efforts and the eventual success 
of Olean’s joint Chamber-Labor program. 
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An Experimental Program for 
Executive Development 


by Earl Brooks 


RESIDENTs and other top management officials often 
Fu these questions: How can the performance of our 
executives and supervisors be improved? Why don’t su- 
pervisors show more initiative? How can we get men to 
accept more responsibility? Where are we going to find 
the executives to fill the vacancies caused by retirement 
of 25 percent of all our top officials within the next five 
years? What should we be doing in executive and super- 
visory development? 

On the other hand, in the same companies, members 
of middle management, supervisors, college graduates in 
training programs, and others interested in doing a 
worth-while job and in being promoted are asking: What 
is expected of us? What recognition is there of good work 
—or even of poor work? Why doesn’t somebody let us 
know how we are doing? What do we have to do to get 
along in this company? What is important in considering 
men for promotions? Does anyone in headquarters know 
what we are doing, what we want to do, or what we can 
do? 

Development of Research Tools 

In an attempt to find answers to these problems, a re- 
search project was developed in February 1954 by the 
New York State School of Industrial and Labor Relations 
in cooperation with a large printing company. In addi- 
tion to attempting to find answers to the questions listed 
above, it was decided to consider the following questions: 
What do executives and supervisors do? How frequently 
do they perform various functions? How do they use 
their time? How do the behavior patterns differ between 
excellent supervisors and below-average ones? What do 
supervisors expect of executives? What do subordinates 
expect of executives? How can performance be appraised? 
improved? How can potential be recognized? its develop- 
ment encouraged? How can individual developmental 
needs be identified? improvements programmed? results 
measured? 

Ninety-six executives and supervisors who were en- 
gaged in production, finance, sales, and industrial rela- 
tions, from vice-president to and including superinten- 
dents, have cooperated in the study. Preliminary inter- 
views were held with most of these officials and execu- 
tives to determine what they do and what significant 
management problems they face. From these interviews 
and observations, a list of 150 supervisory duties was 
prepared. The leadership functions prepared by Professor 


Earl Brooks is professor, School of Industrial and Labor Rela- 
tions. The material for this article is based on a study in progress 
which will be completed in 1956, 
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Carroll Shartle of Ohio State University were very useful 
as a basis for preparing this list. Each of the 96 execu- 
tives reported on a form how frequently he actually per- 
formed each of the functions. Each executive was en- 
couraged as well to add other important leadership func. 
tions which he performed and indicate the frequency 
with which these were carried on. These replies were not 
signed, but the forms were coded so that various organi- 
zational units, locations, and salary levels could be 
recognized. 

The immediate superiors of these 96 executives pre 
pared a similar report on each of their subordinates. In 
addition to reporting how frequently the subordinate 
supervisor performed each of the 150 functions, the su- 
perior rated the over-all leadership effectiveness of the 
subordinate by checking whether his effectiveness, as 
compared with other supervisors, was * 
good,” * 


‘average,” “very 
excellent,” “below average,” or ‘“‘unsatisfactory.” 
Each of the subordinates of the 96 executives made a 
report on his superior indicating how frequently the 
superior performed each of the 150 functions and rated 
his leadership effectiveness. 


Selected Findings 


These data were tabulated on punch cards, and various 
statistics were compiled showing the differences in fre- 
quency of performing various functions as reported by 
the individual, his superiors, and his subordinates. Other 
compilations showed how executives of plant manager 
level and above compared with those below plant mana- 
ger level. 

One hundred five functions which were performed sig- 
nificantly more frequently by outstanding supervisors 
than by below-average ones were then selected and 
grouped under eleven headings of management functions 
as follows: planning, organization, delegation, initiation, 
communications-receiving, communications-giving, rela- 
tionships with others (association, understanding, sup- 
port), utilization, integration, development of people, 
other important functions. 

A comparison of the report on leadership effectiveness 
with the report on the frequency with which executives 
performed various functions indicated that superiors 
gave more weight to certain functions than do subordi- 
nates and vice versa. For example, superiors were most 
interested in functions related to results, initiation, plan- 
ning, firmness, and structure. Subordinates associated 
effective leadership with what their supervisors do to 
show recognition, appreciation, opportunity, considera- 
tion, encouragement, and representation. Fortunately, 
both superiors and subordinates considered functions in 
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the fields of communications, development, delegation, 
relationships, understanding, know-how, and teamwork 
important. 

The supervisor or executive might therefore be re- 
garded as a middle man. Superiors have certain expecta- 
tions of him; subordinates have somewhat different ex- 
pectations. Meeting both groups of expectations is essen- 
tial. The supervisor whose behavior is strongly oriented 
toward meeting subordinates’ expectations to the relative 
neglect of what superiors expect is likely to be rated low 
not only by the superior but also by the subordinate. ‘The 
supervisor who is strongly interested in results and new 
ways of doing things to the neglect of consideration, 
recognition, and other expectations of subordinates is 
likely to be rated below average by both subordinates 
and superiors. 


Evaluation of Performance 

The results of the survey and analyses were made avail- 
able to the 96 executives and discussed in meetings. In- 
dividual follow-up interviews were held with each of 
the participants. It was agreed that there was need for 
more systematic reporting of performance. The 105 func- 
tions which the research proved significant were used as 
the basis of a performance-reporting form. Each super- 
visor was asked to report whether the performance of 
each of his subordinates in each of the ten groups of 
management functions was “‘satisfactory,” “outstanding,” 
or “can improve.” Significant examples of “outstanding” 
or “can improve” performance were requested. Each re- 
port on an individual was reviewed by the reporter’s 
superior before it was discussed with the subordinate. 

A week before this discussion, each subordinate was 
given a list of “Management Functions” with the request 
that he add to it important functions which he per- 
formed. After studying the supplemented list, he was 
asked to check five significant functions on which he 
believed that he could improve. This relatively small 
number was chosen because it was found that the per- 
formance of the “below-average” supervisor, as compared 
with that of the “very good” supervisor, was out of line 
on not more than five functions in most cases. Also, it was 
believed that greater improvement could be attained by 
concentrating on a few items. 

Before the discussion, the superior requested the per- 
son on whom the performance report was made to think 
of things which he, the superior, could do, refrain from 
doing, or might do differently which would make for 
even better relationships between them. No record was 
made of these suggestions, but in most cases they were 
helpful in bringing out constructive comments and also 
in facilitating discussions of relationships and _per- 
formance and steps to be taken for improvement. 


Determination of Potential 
A study of company records indicated that only about 
one in three of the supervisors, from foreman to presi- 
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dent, is likely to be promoted once more during his 
career with the company. Probably not one in ten will 
be promoted twice. The major emphasis for most super- 
visors, therefore, must be on developing improved per- 
formance and satisfactions in present positions. 

A form for recording impressions of potential per- 
formance was developed. A report on each supervisor 
covering potential, capabilities, and promotability was 
made by the immediate superiors and any others who 
were familiar with the candidates. This report was made 
in advance of the occurrence of vacancies. When a par- 
ticular vacancy developed, several candidates were evalu- 
ated using a supplemental list of requirements for the 
specific position. Consideration was of course given also 
to performance reports. The principal topics covered by 
this form included: 

1. Ability to learn, make sound decisions, use imagina- 
tion, determine priorities, understand, express himself, 
and work with others. 

2. Knowledge of human relations, technical subjects, 
company policies, organization, personnel, company rela- 
tionships, and administration. 

3. Interest in and enthusiasm for improvement, super- 
visory responsibilities, serving others. 

4. Willingness to work with others and to assert himself. 
5. Maturity—emotional stability, balanced reaction to 
pressures. 

6. Character—merits confidence and respect of others. 
7. Health—maintaining or improving health, recog- 
nizes physical abilities and limitations. 


The Executive or Supervisor — The Middle Man 


Results 
Initiation 
Planning 
Firmness 
Structure 













Expected by Both 
Superiors and Communications 
Subordinates Developments 
Relationships 
Delegation 

Understanding 
Know-how 
Teamwork 


WHAT SUPERIORS EXPECT 
OF LEADERS 


Recognition 
Opportunity 
Consideration 
Approachability 
Encouragement 
Representation 


° 








WHAT SUBORDINATES EXPECT 
OF LEADERS 
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8. Balance between this individual’s ambition, goals, 
drive, energy, and tenacity of purpose as compared with 
his capacity and the needs of the organization. 

9. Experience since last report—important work assign- 
ment and projects. 


Tentative Conclusions 

1. On the whole, executives and supervisors know what 
they should do. They need help on how they accomplish 
objectives, plus stimulation, encouragement, opportuni- 
ty, recognition, and incentive. The key to better man- 
agement is improved relationships between supervisor 
and immediate subordinates. Training needs of each 
executive and supervisor are different and must be met 
with an individually tailormade program, much of which 
will be derived from systematic on-the-job experience 
and coaching. For executives and supervisors, group ses- 
sions which provide for problem solving and exchange 
of experiences are preferable to lectures. 

2. Lack of time is too often given as an excuse for not 
developing executives and supervisors. It is not a matter 
of more time on leadership improvement but more 
systematic use of the time which is now spent on putting 
out management fires. 

3. In reporting on performance, attention should be given 
by the immediate supervisor to what the person does and 
how well he does it in relation to actual requirements of 


the particular position. A checklist is useful in this 
determination. 

4. Evaluation of qualifications should not be made a part 
of performance reporting. Reporting on performance 
serves primarily to recognize outstanding accomplish- 
ments and to identify areas for improvement. Attention 
should be centered on helping every supervisor improve 
his performance on his present position, capitalizing on 
strengths—not weaknesses—helping individuals identify 
the areas in which they can and will improve. 

5. Although the individual’s performance in his present 
position is an important indicator of promotability, 
potential is dependent upon many other factors includ: 
ing interests, age, health, and sometimes on abilities 
which are different from those used in current assign- 
ments. For these reasons, it is advisable to evaluate poten- 
tial separately from performance and to discuss it with 
employees at a different time. Otherwise, undue empha- 
sis will be placed on “upward-and-onward”’ possibilities 
to the neglect of improvement in present responsibilities. 
6. Most companies have much more potential leadership 
than is generally recognized. They need to identify it, 
encourage its development, and use it. The company cane 
not develop leaders; only the individuals themselves can 
do that. But management—its climate, policies, and prac 
tices—can provide opportunity for individual develop 
ment or can ignore and stifle it. 
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